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(6) Beginning July 1 ,  1998, payroll records supporting compensation costs claimed 
by long-term care facilities must be supported by affirmative time and anendance records 
prepared by each individual at intervals of not more thanone month. Thle requirements of this 
subitem are met when documentation is provided under either clause a 01: b as follows: 

a. - the affirmative time and attendance record must identity the individual's 
name; the days worked during each pay period; the number of hours worked each day; and the 
number of hours taken each day by the individual for vacation, sick, and.other leave. The 
affirmative time and attendance record must include a signed verification by the individual and 
the individual's supervisor, if any, that the entries reported on the record are correct; or 

b. if the affirmative time and attendance records identifying the individual's 
name, the days worked each pay period, the number of hours worked each day, and the 
number of hours taken each day by the individual for vacation, sick, and other leave are placed 
on microfilm, equipment must be made available for viewing and printing them, or if the 
records are stored as automated data, summary data must be available for viewing and 
printing. 

B. Compensation for personal services, regardless of whether treated as direct or 
indirect costs, must be documented on payroll records. Payrolls must be supported by time 
and attendance or equivalent records for individual employees. Salaries' and wages of 
employees which are allocated to more than one cost category must be supported by time 
distribution records. The method used must produce a proportional distribution of actual time 
spent, or an accurate estimate of time spent performing assigned duties. The nursing facility 
that chooses to estimate time spent must use a statistically valid method. The compensation 
must reflect an amount proportionate to a full-time basis if the services are rendered on less 
than a full-time basis. 

C. Except for vehicles used exclusively for nursing facility business, the nursing 
facility or related organization must maintain a motor vehicle log that shows nursing facility 
mileage for the reporting year. Mileage paid for the use of a personal vehicle must be 
documented. 

D. Complete and orderly records must be maintained for cost allocations made to cost 
categories. 

E. If the Commissioner requests supporting documentation during an audit for an item 
o f  cost reported by a long-term care facility, and the long-term care facility's response does not 
adequately document the item of cost, the Commissioner may make reasoned assumptions 
considered appropriate in the absence of the requested documentation to reasonably establish a 
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payment rate rather than disallow the entire item of cost. This provision shall not diminish the 
long-term care facility's appeal rights. 

SECTION 4.040 Compensation for personal services. Compensation for personal services 
includes all the remuneration paid currently, accrued or deferred, for services rendered by the 
nursing facility's-owners or employees. Only valid compensation costs for the current 
reporting period are allowable. 

A. Compensation includes: 

(1) salaries, wages, bonuses, vested vacations, vested sick leave, and fringe 
benefits paid for managerial, administrative, professional, and other services; 

(2) amounts paid by the nursing facility for the personal benefit of the owners or 
employees; 

(3) the costs of assets and services which the owner or employee receives from the 
nursing facility; 

(4)deferred compensation, individual retirement plans such as individual 
retirement accounts, pension plans, and profit-sharing plans; 

(5) the annual cost of supplies, use of capital assets, services for personal use, or 
any other in-kind benefits received by the owners or employees; and 

(6) payment to organizations of unpaid workers, that have arrangements with the 
nursing facility for the performance of services by the unpaid workers. 

B. The nursing facility must have a written policy for payment of compensation for 
personal services. The policy must relate the individual's compensation to the performance of 
specified duties and to the number of hours worked. Compensation payable under the plan 
must be consistent with the compensation paid to persons performing similar duties in the 
nursing facility industry. Employees covered by collective bargaining agreements are not 
required to be covered by the policy if the collective bargaining agreement otherwise meets the 
essentials of the policy required by this item. 

C. Only necessary services shall be compensated. 

D. Except for accrued vested vacation, accrued vested sick leave, or compensation 
claims subject to litigation or employer-employee dispute resolution, compensation must be 
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actually paid, whether by cash or negotiable instrument, within 107 days after the close of the 
reporting period. If payment is not made within 107 days, the unpaid compensation shall be 
disallowed in that reporting year. 

SECTION 4.050 Licensure and certification costs. Operating costs of meeting the licensure 
and certification standards in items A to C are allowable operating costs .For the purpose of 
setting nursing facility payment rates. The standards are: 

A. standards set by federal regulations for skilled nursing facilities and intermediate 
care facilities; 

B. requirements established by the Minnesota Department of Health for meeting health 
standards as set out by state rules and federal regulations; and 

C. other requirements for licensing under state and federal law, state rules, or federal 
regulations that must be met to provide nursing and boarding care services. 

SECTION 4.060 Routine service costs. Operating costs of routine services including 

nursing, dietary, and support services are allowable operating costs for the purpose of setting 

nursing facility payment rates. 


SECTION 4.070 Related organization costs. Costs applicable to services, capital assets, and 

supplies directly or indirectly furnished to the nursing facility by any related organization are 

includable in the allowable cost of the nursing facility at the purchase price paid by the related 

organization for capital assets or supplies and at the cost incurred by the related organization 

for the provision of services to the nursing facility if these prices or costs do not exceed the 

price of comparable services, capital assets, or supplies that could be purchased elsewhere. 

For this purpose, the related organization's costs must not include an amount for markup or 

profit. 


If the related organization in the normal course of business sells services, capital assets, or 

supplies to nonrelated organizations, the cost to the nursing facility shall be the nonrelated 

organization's price provided that sales to nonrelated organizations constitute at least 50 

percent of total annual sales of similar services, or capital assets, or supplies 

The cost of ownership of a capital asset which is used by the nursing facility must be included 

in the allowable cost of the nursing facility even though it is owned by a. related organization. 


SECTION 4.080 General cost principles. For rate-setting purposes, a cost must satisfy the 

following criteria: 
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A. the cost is ordinary, necessary, and related to resident care; 

B. the cost is what a prudent and cost conscious business person .would pay for the 
specific good or service in the open market in an arm's length transaction; 

C. the cost is for goods or services actually provided in the nursing facility; 

E. costs that are incurred due to management inefficiency, unnecessary care or 
facilities, agreements not to compete, or activities not commonly accepted in the nursing 
facility care field are not allowable. 

SECTION 5.000 NONALLOWABLE COSTS 

The costs listed in items A to EE are not allowable for purposes of setting payment rates but 
must be identified on the nursing facility's cost report. 

A. All contributions, including charitable contributions, and contributions to political 
action committees or campaigns. 

B. Salaries and expenses of a lobbyist. 

C. Legal and related expenses for unsuccessful challenges to decisions by 
governmental agencies. 

D. Assessments made by or the portion of dues charged by associations or professional 
organizations for litigation except for successful challenges to decisions by agencies of the State 
of Minnesota; lobbying costs; or contributions to political action committees or campaigns. 
Where the breakdown of dues charged to a nursing facility is not provided, the entire cost shall 
be disallowed. 

E. Advertising designed to encourage potential residents to select a particular nursing 
facility. This item does not apply to a total expenditure of $2,000 for all notices placed in the 
telephone yellow pages for the purpose of stating the nursing facility's name, location, phone 
number, and general information about services in the nursing facility. 
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F. Assessments levied by the Minnesota Department of Health for uncorrected 
violations. 

G. Employee or owner's membership or other fees for social, fraternal, sports, health, 
or similar organizations. 

H. Cost incurred for activities directly related to influencing employees with respect to 
unionization. 

I. Costs of activities not related to resident care such as flowers or gifts for employees 
or owners, employee parties, and business meals except for the cost of mealsincurred as a 
result of required overnight business related travel. 

J. Costs related to purchase of and care for pets in excess of $5 per year per licensed 
bed. 

K.  Penalties including interest charged on the penalty, interest charges which result 
from an overpayment, and bank overdraft or.late payment charges. 

L. Costs of sponsoring employee, youth, or adult activities such as athletic teams and 
beauty contests. 

M. Premiums on owner's or board member's life insurance policies except that such 
premiums shall be allowed if the policy is included within a group policy provided for all 
employees, or if such a policy is required as a condition of mortgage 01: loan and the 
mortgagee or lending institution is listed as the beneficiary. 

N. Personal expenses of owners and employees, such as vacations, boats, airplanes, 
personal travel or vehicles, and entertainment. 

0. Costs of training programs for anyone other than employees or volunteers in the 
nursing facility. 

P. Costs of training programs to meet the minimum educational requirements of a 
position, education that leads to a degree, or education that qualifies th.e employee for a new 
trade or profession. This item does not apply to training or education of nursing aides or 
training to meet the requirements of laws, rules, or regulations for keeping an employee's 
salary, status, or position or to maintain or update skills needed in performing the employee's 
present duties. 
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Q. Bad debts and related bad debt collection fees except for the four types found in the 
general and administrative services section. 

R. Costs of fund raising activities. 

S .  Costsassociated with the management of investments which may produce interest 
income, dividend income, or other investment income or losses. 

T. Costs of functions normally paid by charges to residents, employees, visitors, or 
others such as the direct and indirect costs of operating a pharmacy, congregate dining 
program, home delivered meals program, gift shop, coffee shop, apartment, or day care 
center. 

U. Operating costs for activities to the extent that the activities are financed by gifts or 
grants from public funds. A transfer of funds from a local governmentad unit to its 
governmental-owned nursing facility is not a gift or grant under this item. 

V.  Telephone, television, and radio service provided in a resident's room except for 
these services provided in areas designated for use by the general resident population, and the 
charge of transferring a resident's phone from one room to another within the same nursing 
facility. 

W. Costs of covenants not to compete. 

X. Identifiable costs of services provided by a licensed medical therapeutic or. 
rehabilitation practitioner or any other vendor of medical care which are billed separately on a 
fee for service basis, including: 

( 1 )  the purchase of service fees paid to the vendor or his or her agent who is not an 
employee of the nursing facility or the compensation of the practitioner who is an employee of 
the nursing facility: 

(2) allocated compensation and related costs of any nursing facility personnel 
assisting in providing these services; and 

(3) allocated operating or property cost for providing these services such as 
housekeeping, laundry, maintenance, medical records, payroll taxes, space, utilities, 
equipment, supplies, bookkeeping, secretarial, insurance, supervision and administration, and 
real estate taxes and special assessments. 
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If any of the costs in subitems (1) to (3) are incurred by the nursing facility, these costs must 
be reported as nonreimbursable expenses, together with any of the income received or 
anticipated by the nursing facility including any charges by the nursing facility to the vendor. 

Y. Costs for which adequate documentation is not maintained or provided. 

Z. Fringe benefits or payroll taxes associated with disallowed salary  costs. 

AA. Costs associated with sales or reorganizations of nursing facilities. 

BB. Accruals of vacation and sick leave for employees which are not fully vested. 

CC. Payments made in lieu of real estate taxes, unless such payments are made under a 
legally enforceable irrevocable written contract entered into prior to August 3 1 ,  1983. 

DD. Adverse judgments, settlements, and repayments of escrow accounts resulting 
from the enforcement of Minnesota's Conditions for Participation Statute. 

EE. Costs including legal fees, accounting fees, administrative costs, travel costs, and 
the costs of feasibility studies attributed to the negotiation or settlement of a sale or purchase of 
any capital asset by acquisition or merger for which any payment has previously been made 
under Minnesota's procedures for determining payment rates. 

SECTION 6.000 REPORTING BY COST CATEGORY 

SECTION 6.010 Dietary services. The costs listed in items A to D are to be reported in the 
dietary services cost category: 

A. Direct costs of normal and special diet food including raw food, dietary supplies, 
food preparation and serving, and special dietary supplements used for tube feeding or oral 
feeding, such as elemental high nitrogen diet, even if written as a prescription item by a 
physician: 

B. The salaries and wages of the supervisor, dietitians, chefs, cooks, dishwashers, and 
other employees assigned to the kitchen and dining room including the salaries or fees of 
dietary consultants; 
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C. The costs of training including the cost of lodging and meals to meet the 
requirements of laws, rules, or regulations for keeping an employee's salary, status, or 
position or to maintain or update skills needed in performing the employee's present duties; 
and 

D. The costs of travel necessary for training programs for dietitians required to 
maintain licensure, certification, or professional standards. 

SECTION 6.020 Laundry and linen services. The costs listed in items A and B are to be 
reported in the laundry and linen services cost category: 

A. Direct costs of housekeeping supplies, including cleaning and lavatory supplies; and 

B. The salaries and wages of the supervisor, housekeepers, and other cleaning 
personnel. 

SECTION 6.030 Housekeeping services. The costs listed in items A and B are to be reported 
in the housekeeping services cost category: 

A. Direct costs of housekeeping supplies, including cleaning and lavatory supplies; and 

B. The salaries and wages of the supervisor, housekeepers. and other cleaning 
personnel. 

SECTION 6.040 Plant operation and maintenance services. The costs listed in items A to 
D are to be reported in the plant operations and maintenance cost category: 

A.  Direct costs for maintenance and operation of the building and grounds, including 
fuel, electricity, water, sewer, supplies, tools, and repairs which are nol. capitalized; 

B. The salaries and wages of the supervisor, engineers, heating-plant employees, 
independent contractors, and other maintenance personnel: 

C. The cost of required licenses and permits required for operation of the nursing 
facility: and 

D. Cost of the provider surcharge. 
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SECTION 6.050 Nursing services. Direct costs associated with nursingJ services identified in 
items A to Y, are to be included in the nursing services cost category: 

A. Nursing assessment of the health status of the resident and planning of appropriate 
interventions to overcome identified problems and maximize resident strengths; 

B. Bedside care and services; 

C. Care and services according to the order of the attending physicians; 

D. Monitoring procedures such as vital signs, urine testing, weight, intake and output, 
and observation of the body system; 

E. Administration of oral, sublingual, rectal, and local medications topically applied, 
and appropriate recording of the resident's responses; 

F. Drawing blood and collecting specimens for submission to laboratories; 

G. Prevention of skin irritation and decubitus ulcers; 

H. Routine changing of dressings; 

I. Training, assistance, and encouragement for self-care as required for feeding, 
grooming, ambulation toilet, and other activities of daily living including movement within the 
nursing facility: 

J .  Supportive assistance and training in resident transfer techniques including transfer 
from bed to wheelchair or wheelchair to commode; 

L. Care of residents with behavior problems and severe emotional problems requiring 
nursing care or supervision; 

M. Administration of oxygen; 

N .  Use of nebulizers; 

0. Maintenance care of resident's colostomy, ileostomy, and urostomy 
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P. Administration of parenteral medications, including intravenous solutions; 

Q. Administration of tube feedings 

R. Nasopharyngeal aspiration required for maintenance of a clean airway; 

S .  Care of suprapubic catheters and urethral catheters; 

T. Care of tracheostomy, gastrostomy, and other tubes in a body; 

U. Costs of equipment and supplies that are used to complement the services in the 
nursing services cost category, including items stocked at nursing stations or on the floor and 
distributed or used individually, including: alcohol, applicators, cotton balls, incontinence 
pads, disposable ice bags, dressings, bandages, water pitchers, tongue depressors, disposable 
gloves, enemas, enema equipment, soap and water, medication cups, diapers, plastic waste 
bags, sanitary products, thermometers, hypodermic needles and syringes, and clinical reagents 
or similar diagnostic agents, and drugs which are not paid on a separate fee schedule by the 
medical assistance program or any other payer; 

V. Costs for education or training including the cost of lodging and meals of nursing 
service personnel. Educational costs are limited to either meeting the requirements of laws or 
rules or keeping an employee's salary, status, or position or for maintaining or updating skills 
needed in performing the employee's present duties, except that training to become a nurses 
aid is an allowable cost; 

W. The salaries and wages of persons performing nursing services including salaries of 
the director. and assistant director of nursing, supervising nurses, medical records personnel, 
registered professional nurses, licensed practical nurses, nurses aides, orderlies, and 
attendants; 

X. The salaries of fees of medical director, physicians, or other professionals 
performing consulting services on medical care which are not reimbursed separately on a fee 
for service basis: and 

Y .  The costs of travel necessary for training programs for nursing personnel required 
to maintain licensure, certification, or professional standards. 

SECTION 6.060 Other care-related services. The costs listed in items A to D are to be 
reported in the other care-related services cost category: 


